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purchase these export bills except at a rate far lower than the open
market rate at Tientsin and Shanghai.

A somewhat similar situation prevails at Ghefoo.

Reports continue to reach the American Government that a
comprehensive system of exchange control will soon be established
throughout North China.

The exacting, either directly or indirectly, by the Japanese
authorities of control of exchange in North China would place
those authorities in a position to thwart equality of opportunity
or free competition between Japan and the United States in that
area, in view of the fact that control of foreign exchange transactions
gives control of trade and commercial enterprises.

In such a situation imports from and exports to the United States,
as wrell as the choice of dealers in North China, would be entirely
subjected to the dispensation of the Japanese authorities.

The American Government has already pointed out to the Japanese
Government that alterations of the Chinese customs tariff by the
regimes functioning in those portions of China occupied by the
Japanese and for which the Japanese Government has formally
assured its support are arbitrary and illegal assumptions of authority,
the responsibility for which the Japanese Government cannot
escape.

It is hardly necessary to state that there can be no Open Door
in China so long as the ultimate authority to regulate, tax, or prohibit
trade is exercised, directly or indirectly, by the authorities of one
" foreign " power in furtherance of the interests of that power.

It would appear to be self-evident that a fundamental prerequisite
of a condition of equality of opportunity or Open Door in China
is the absence in the economic life of that country of preferences or
monopolistic rights operating directly or indirectly in favour of any
foreign country or its nationals.

On July 4 I spoke to the Foreign Minister of the desire of the
American Government that there be avoided such restrictions and
obstacles to American trade as might result from the setting up of
special companies and monopolies in China. The Minister was so
good as to state that the Open Door in China would be maintained
and that the American Government might rest assured that the
Japanese Government would fully respect the principle of equal
opportunity.

American nationals and their interests have suffered serious losses
in the Far East, arising from causes directly attributable to the
present conflict between Japan and China, and even under the most
favourable conditions an early rehabilitation of American trade with
China cannot be expected.

The American Government therefore finds it all the more difficult
to reconcile itself to a situation in which American nationals must
contend with continuing unwarranted interference with their rights
at the h^nds of the Japanese authorities i# Ghiw and with Japanese